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US Job Growth Accelerates in January

The January employment report from the Bureau of Labor Statistics delivered a strong
reading, with payrolls rising 130k against a Bloomberg consensus of 65k, and the
unemployment rate declining to 4.3% from 4.4%. The release came a few days late
due to last week’s mini shutdown, and only two of the 75 economists surveyed by
Bloomberg were looking for a gain this strong.

Job growth came from familiar sectors, with a few surprises. Health care added 82k jobs,
social assistance contributed 42k, construction rose 33k, and manufacturing registered
its first gain since September 2024. Yet despite these solid headline contributions, the
overall growth remains narrow. Much of it is still concentrated in education and health
care services, with only half of the fourteen major sectors recording employment gains.

Prior month revisions told a different story. Net two-month revisions reduced prior
payrolls by 17k, and the annual benchmark revision subtracted about 898k jobs from
the totals, a large downward adjustment that reflects positions that were never actually
created, leaving 2025 payroll gains at roughly 181k, or about 15k per month. Even so, the
three-month average remains 73k, a solid pace relative to the current breakeven hiring
rate of around 50k, the rough level needed to absorb new labor force entrants and keep
unemployment steady.

Looking at the household survey, the number of unemployed fell 141k while
employment rose 528k, bringing the unemployment rate back near its December 2024
level. Labor force participation improved, which matters because a higher rate means the
drop in unemployment was not simply a function of people exiting the labor force.
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Looking at the household survey,
the number of unemployed

fell 141k while employment
rose 528k, bringing the
unemployment rate back near
its December 2024 level. Labor
force participation improved,
which matters because a
higher rate means the drop in
unemployment was not simply
a function of people exiting the
labor force.
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An additional gauge of slack, the underemployment rate, eased to 8.0% from 8.4%,
consistent with fewer marginally attached workers and fewer working part time for
economic reasons.

Average hourly earnings rose 0.4% and average weekly earnings increased 0.7% in
January, while aggregate hours worked climbed 0.4%. Rising hours often indicate
employers are stretching existing staff before committing to more hiring, which is

common near turning points. YoY wage growth has been easing from last year's peaks, This report may suggest that

last year’s rate cuts helped

supporting the idea of labor market cooling even as month to month readings remain reinvigorate hiring, but the

firm. signal remains clouded by
weather effects, government

This report may suggest that last year’s rate cuts helped reinvigorate hiring, but the signal shutdowns, and large revisions.

remains clouded by weather effects, government shutdowns, and large revisions. The
Federal Reserve will monitor upcoming labor reports closely heading into the March
meeting. Market pricing now leans toward the next cut in July rather than June, reflecting
the view that policymakers will need clearer evidence of sustained softening, evidence
that did not arrive today.

Market Indications as of 9:57 A.M. Central Time

DOW Down -201 to 49,987 (HIGH: 50,188)
NASDAQ Down -11 to 23,092 (HIGH: 23,958)

S&P 500 Down -9 to 6,932 (HIGH: 6,979)

1-Yr T-hill current yield 3.469%; opening yield 3.38%

2-YrT-note current yield 3.51%; opening yield 3.44%
3-YrT-note current yield 3.57%; opening yield 3.51%
5-Yr T-note current yield 3.75%; opening yield 3.69%
10-Yr T-note current yield 4.18%; opening yield 4.14%
30-Yr T-bond current yield 4.819%; opening yield 4.78%
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